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SUBJECT: TEXTILE AGREEMENT - EXCHANGE OF NOTES 
GENEVA FOR PH A TEN 

REF: (A) STATE 213754; (B) MANILA 12814; (C) MANILA 12338 
SUMMARY 

INDUSTRY SECRETARY PATERNO HAS PROPOSED TO PROCEED WITH THE 
EXCHANGE OF NOTES, WITH AN EXPRESSION OF UNDERSTANDING IN 
GOP REPLY RE CONSULTATIONS ON SPECIFIC CEILINGS (EXACT 
TEST BELOW). EMBASSY INTENDS TO COMPLETE THE EXCHANGE 
IN TIME FOR THE AGREEMENT TO ENTER INTO FORCE BY OCT. 1, 

UNLESS DEPT OBJECTION TO THIS PROCEDURE RECEIVED BY OOB 
SEPT 30. END SUMMARY 

1. EMBASSY HAS BEEN INFORMED THROUGH NUMBER OF CHANNELS 
IN THE PAST FEW DAYS THAT THE HOLDUP ON COMPLETING THE 
EXCHANGE OF NOTES WAS DELAY IN PRESIDENTIAL SIGNATURE OF 
THE NECESSARY LETTER OF INSTRUCTION (LOI) AUTHORIZING 
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SIGNATURE. THIS LOI, WE ARE TOLD, ALSO CONTAINS 
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AUTHORITY TO ESTABLISH A 10-MAN COMMITTEE OF TRADE 
AND GOVERNMENT REPS TO OVERSEE IMPLEMENTATION OF US/RP 
BILATERAL. DEBATE OVER UTILITY AND MAKEUP OF COM- 
MITTEE HAS DELAYED MATTERS IN ITS OWN RIGHT WHILE, 

NO DOUBT, GIVING A LEVER TO INDUSTRY ELEMENTS WHO 
OPPOSE SIGNATURE OF THE AGREEMENT. 

2. ECON/COMMERCIAL COUNSELOR MET SEPT. 27 WITH INDUSTRY 
SECRETARY PATERNO TO SEE IF SIGNING AUTHORITY COULD BE 
UNBLOCKED. AFTER MUCH BACKING AND FILLING, WHICH 
UNCUSTOMARY FOR HIM, PATERNO MADE IT VERY CLEAR THAT ACTING 
FINANCE SECRETARY PIO DE RODA HAD GIVEN USG THE WRONG 
SIGNAL ON THE ISSUE OF CONSULTATIONS AS POSED BY SIDE 
LETTER (REF B). THE PRESIDENT, SAID PATERNO, HAS AGREED 

TO AUTHORIZE CONCLUSION OF THE AGREEMENT, QUOTE ONLY ON 
THE BASIS THAT CONSULTATIONS ON SPECIFIC CEILINGS WOULD 
BE POSSIBLE. UNQUOTE ENCON/COMMERCIAL COUNSELOR REPLIED 
THAT WHILE THERE WAS NO REPEAT NO DOUBT THAT CONSULTATIONS 
ON ANY SIGNIFICANT ISSUE ARISING UNDER THE AGREEMENT 
WOULD ALWAYS BE POSSIBLE, THE IDEA OF A CONFIDENTIAL SIDE 
LETTER WAS ANATHEMA IN USG, AND THERE WERE STRONG 
RESERVATIONS ABOUT A PUBLISHED LETTER, ESPECIALLY IN THIS 
CASE BECAUSE IT WAS BELIEVED THE ISSUE OF CONSULTATIONS 
WAS AMPLY TREATED IN THE TEXT. 

3. PATERNO INSISTED THAT GOP NEEDED SOME SORT OF 
ADDITIONAL ASSURANCE ON THE POINT, AND HE SUGGESTED THAT 
GOP REPLY TO U.S. NOTE CONTAIN A STATEMENT ALONG THE 
FOLLOWING LINES. QUOTE IT IS THE UNDERSTANDING OF MY 
GOVERNMENT THAT NOTHING IN THE FOREGOING AGREEMENT EXCLUDES 
THE POSSIBILITY OF CONSULTATIONS, AT THE INSTANCE OF EITHER 
GOVERNMENT, ON SPECIFIC CATEGORY LIMITATIONS ESTABLISHED 
THEREBY. UNQUOTE PATERNO SAID THAT IF THIS APPROACH WAS 
ACCEPTABLE TO USG, HE THOUGHT THE WAY WOULD BE CLEAR FOR 
SIGNATURE AND ENTRY INTO FORCE BY OCT. 1 . 

4. RECOMMENDATION AND ACTION REQUESTED. EMBASSY BELIEVES 
THAT PATERNO SUGGESTION IS THE LEAST TROUBLESOME WAY TO 
DEAL WITH CONSULTATIONS ISSUE, AND SO LONG AS IT IS 
STATED AS AN UNDERSTANDING, NOT REPEAT NOT A RESERVATION, 
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IT IS RECOMMENDED THAT WE GO ALONG WITHOUT REPLYING TO THEIR 
"UNDERSTANDING' 1 . THEREFORE. UNLESS EMBASSY HEARS TO THE 
CONTRARY BY OOB SEPT 30, WE INTEND TO PROCEED WITH THE 
EXCHANGE OF NOTES. 

SULLIVAN 
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